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Chairman Goodlatte, Ranking Member Peterson, Congressman Gutknecht and members of the
Committee, thank you for the opportunity to s peak to you today about current farm policy and
the upcoming farm bill.

My name is Peter Bakken. T am third generation crop and cattle producer from Rock County,
Mimesota. [ currently serve as president of Rock County Farm Bureau, sit on the Beaver Creek
Township board and on the board of directors for the Rock Co unty Cattlemen’s Association.
Like other agriculturc producers, I am well aware of the role the national farm policy and the
farm bill plays in our livelihood. T am honored to have the opportunity to sharc my vicws with
you loday.

Many farmers throughout the U.S. will tell you that their ultimate agriculture policy vision would
be a “level playing field” or a “chance to compele in open markets.” As we look ahead in the
21st century, agriculture policy should reflect a world where our farmers and ranchers arc
allowed to competc in open markets without tariff barricrs, without export subsidies, without
currency manipulations and yes, without production-distorting domestic subsidies, American
farmers and ranchers are willing to give up commodity loan payments, counter cyclical payments
and the like IF we are able to remove other tradc barricrs.

Moving toward this goal is becoming more difficult every ycar as American farmers and some
U.S. Congressmen feel that ncgotiated agreements are not being met and promises are nol being
kept. Each political failure is putting our dclicate world trading system in jeopardy. Wc all know
what is at stake and the potential economic catastrophe if we don’t continue to move forward
with meaningful discussions. But we must implement policics that will grow our markets. As
markets grow, farm program costs decrease and farmers’ incomcs grow from the marketplace not
the government.

However, bridging thc gap between where we are now and where we want to be in the future
will require time. The short-term realily is that we will continue to need income support,
consistenl with our international tradc obligations. Part of the income support should be
“counter-cychical,” and therefore would decline as opportunities for market growth are rcalized.

2002 Farm Bill

The 2002 Farm Bill is very popular with producers throughout the country. Continued
support of the structure and funding for the 2002 Farm Bill is a high priority for farmers and
ranchers. The 2002 Fann Bill provided a long-term commitment to U.S. producers and it
would be wrong to shift policy before the expiration of the farm bill in 2007. The bill
provides a safety nct for producers, leverage fot international trade negotiators and needed
conscrvation program support.

Somc have argued over the past three years that the 2002 Farm Bill was a “desertion” from
Freedom to Farm (the 1996 Farm Bill). In fact, it builds on the successes of that bill. The 2002
bill retains the major philosophies of the 1996 Farm Bill: planting flexibility, continuation of
loan rates and programs that allow farmers (o take their planting signals from the marketplace
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rather than from the government. Outdated set-asides and government-owned surpluses were not
rcinstated.

The 2002 Farm Bill providces a strong measure of progress on the cnvironmental front. Improved
environmental practices will benefit everyone through improved soil, water and air quality, and
wildlifc habitat.

The 2002 Farm Bill has not increased taxpayer cost. However, even if costs had risen, farm
policy has traditionally addressed the goal of producing a safe, abundant, domestic food
supply. We’ve paid for our dependence on foreign oil. Imagine if we had to depend on
foreign countrics for our food. Also, if consumers think they’re getting a good deal by
spending on averagc 9.5 percent of their disposable income on a nutritious, safe, qualily food
supply, then they should conclude it’s a good policy to provide for a mcasurc of stability in
our food preduction system.

During the three years before passage of the 2002 Farm Bill, Congress had to provide ad hoc
assistancc due to low incomes in the agricultural sector. Such ad hoc relief provided needed
assistance, but was a poor substilute for a long-term policy on which farmers, lenders and
taxpayers could count. The counter-cyclical program implemented in the 2002 Farm Bill has
helped reducc the need for disaster assistance funding dramatically.

Let me restate that the farm bill is clearly working, Unpredictable weather conditions and
markets, uncertainties involved with intcrnational trade, the value of the dollar and variable
input costs bave produced turbulent and difficult times for agriculture. The farm bill helps
American fanmers and ranchers weather financial storms and it provides unprecedented funds
for our nation’s conservation needs. The nutritional nccds of the poor, undcrprivileged,
scnior citizens and children are also funded through this law.

Next Generation of Farmers

As a third generation family farmcr, I have seen first hand the importance of transitioning a farm
to the next generation. [ also expcricneed the difficulties relaled to that transition. The current
farm bill and any future farm bills are going to be a determining [actor in how easily future
gencrations will be able to effectively and affordably cnter into production agriculture.

Government support and its effect on land costs are often cited as a [actor limiling new entry into
agriculture. For crop production and those with grazing livestock, land is a critical input.
Government payments accruc to the land both in terms of the price of the land, but also in terms
of higher rental rates. However, rental ratcs are higher than might otherwise bc suggested strictly
by agricultural markets. Renting land and investing the “sweat equity” needed to producc the
crop is one way many new producers have gotten into the business. Average net rent paid to non-
operator landlords during 1995 to 1999 was 40 percent higher than that paid in 1985-1989, yet
net cash receipts were up only 15 percent during the same time periods.

The assct value of land in agriculture is estimated at $1.2 trillion. Further income strcams from
rent — cash or crop share — represcnts a major source of rctirement revenue for a number of
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individuals. Kastcns and Dhuyvetter from Kansas State University estimate that government
payments on a national basis boost land values by 18.3 percent, In some slates, the contribution
approaches or exceeds 40 percent. If adjustments are made io government support programs that
affect land prices, those adjustments must be evaluated very carefully and complcted over a
considerable period of time,

If traditional farm policy is reformed, doing so will be very difficult. Most sectors have vested
land and capital values based on historical payments. A majority of farmers’ own personal
retirement investments are tied up in the value of their land. The potential for a fipancial
meltdown looms in the minds of some, especially in the banking community. Therefore, if
movemenl 18 made away from these traditional payments, thal movement will need to occur over
a period of time. The specd of that movement will be detcrmined by the progress made at the
WTO ncgotiating table.

Rural Economy

Rural residents are dependent on rural economies. Averaged across all farms, 90 percent of farm
family ;mcome comes from off-farm sources. Even Jarge farming operations rely on off-farm
income, USDA reporis ihat farms with sales over $250,000 derive over 30 percent of farm
family income from off the farm. Vibrant rural economies are very important to farm families.

Rural America and production agriculture face two very different sets of problems. Some rural
areas suffer from declining population base. However, in other areas, production agriculture is
facing tremendous pressure from urban sprawl. Nearly every state faces this kind of dual
problem and it is no different here in Minnesota.

Clcarly, such problems don’t lend themselves to a one-size-fits-all solution. However, some
general approaches can be applicd. We need to create a business climatc that fostcrs
entrepreneurship, encourages people to start a business and gives them the tools to compete in a
global environment. Tax policy, environmental regulations, labor and health care policy and
infrastructure are among (hose that come most quickly to mind. A well-educated and trained
work force must be high on the list. These conditions should be the standard at all levels of
government, regardless of rural or urban setting.

At the same time it should be recognized that the more rural parts of the country have special
needs. This is particularly true in tcrms of infrastructure investment. There may be a need for
greater imvestment by the federal government in outcomes-based rural infrastructure investment,
There are clearly different transportation costs faced by agricultural goods produced in western
Minnesota from thosc grown in eastern Pennsylvania. A resident of rural Minncsota, however,
should have access to the samc kind of Internet and telecommunications support, access to
education and healtheare, and access to commerce and financin £, as does a resident on the

outskirts of Philadclphia, Pa.
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Paymcnts

The agriculture sector is a strong engine of trade, which provided for more than $62 billion of
agricultural exports in 2004. This was the equivalent of exporting output from one out of three
acres harvested. More than 17 percent of the total American workforce produce, process and sell
the nation’s food and fiber. Fann program payments are a public investment in the nation’s food,
environmental and cconomic security. They help provide some measure of stability to the
volatile business of food production, keeping Amcricans supplied with the safest and most
affordable food in the world.

U.S. consumers rcap many benefits from these payments, including a top quality, stable and
economical food supply (hat takes less of the consumer’s dollar than in any place else in the
world, Funding bettcr environmental practices benefits all of socicty through 1roproved soil,
water and air quality. Dollars received by farmers are reinvested in communities and businesscs
that would ofien wither without a stable local agricultural industry.

The planting flexibility provisions provided farmers in the 1996 Farm Bill arc working. We
should not consider reverting to provisions that would require farmers to plant specified program
crops to receive suppert payments, | support conti uuing decoupled payments bascd upon
cropping history rather than on current plantings,

There is broad support among all parties that the ad hoc income su pport provided prior to the
2002 Farm Bill nceded to be incorporated into a “counter-cyclical” typc payment that would
supplement the support provided by marketing loans. However, unlikc marketing loans, counter-
cyclical payments are decoupled, similar to direct payments, because the payment is based on
previous cropping histories,

The farm bill provides an adcquate safety nct to farmers and ranchers when commodity prices
arc low. When priccs rise, the law functions without additional fandin g from the government via
counter-cyclical payments or loan deficiency payments. The Congressional Budget Office
(CBO) says the actual spending level for the bill is $15 billion less, or 40 percent lower, in the
first three fiscal years than whal was projected when the bill became law,

Qur federal farm program is based on production. Time and time again, thjs has proved lo be the
best manner for distributing assistance to the families most responsible for producing this
nation’s food and fiber. Farmers who produce more tradition ally reccive larger payments, but
they also take larger risks and have si gnificantly higher invesiments in their farms. When crop
prices are depressed, no farm is immune to difficulty, especially those with greater risk. It is trye
that larger farn cnterprises receive a larger percentage of total farm program payments than
smaller oncs. However, farm policy has always been production-based rather than socially based,
Only if we want (o allow someone in Washington to decidc “winners and losers” should we
move o a socially based policy,

Despitc the seemingly big payments that are always highlighted in press rcports and by various
“think tanks,” the vast majority of fanm payments go to family farm operations. In addition to
paying for machinery, seed and fertilizer, some of this money goes lo pay household bills,
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interest on farm loans and ordinary living cxpenses,

Looking at the “average™ never tells the full story in any indusiry. This is certainly the casc in
agriculture. USDA data indicates a much differcnt story about the distribution of farm paymcnts
from that told by some groups. Tn 2003, 654,175 “commercial” farms listed farming as thcir
primary occupation. Fifty-eight percent of those opcrations received government payments in
2003,

Eighty-two percent of operations with sales beiween $100,000 and $250,000 in 2003 received

some form of government support. Farm program payments are critical to this key scgment of
production agriculturc. Artilicial devices to limit farm program payments simply do not makc

CCONOMIC OT COWIMON Sensc.

Supply Managecment and Means Testing

Over the last 50 years, the United Statcs has tried agriculture policies that idlcd acreage as a
means of improving farm income. They did not work. We idled acres, but we farmed the
remaining acres more intensely to make up for the lost market opportunities from idling land.
When we idled land, our competitors kept increasing acreage. We niust not forget the lesson wc
leammed 20 years ago. In the 1980s, the United States cut back production by 37 million acres and
our competitors increased their production by 41 million acres. When we chan ged our policies in
the 1996 Farm Bill to stop set-asides and pad diversions, the whole picturc changed, From 1996
to 1999, the U.S. cut back production two million acres and our competitors reduced their
production 28 million acres. We must not return to supply management programs.

We also tried storing our way to prosperity. That did not work either. We tried having the
Commodity Credit Corporation store grain in bins across the country, We tried having farmers
store the grain on their farms. The results were the samc. We stored grain and cut acreage whilc
the rest of the world increased production and took our markets. We must not implement a
farmer-owned reserve or any federally controlled grain reserve with the exccption of the existing,
capped emcrgency commodity reserve.

Product Development, Marketing and Research

Onc significant way of improving [arm income is to increase the investment by farmers in
projects that will capture more value-added dollars. Such farmer-owned ventures provide for
rural development, increase competition in the marketplace and increase farm income from the
market,

A corncrstone of this vision is a major role for rencwable fuels in our nation’s cnergy policy,
Agriculture can provide fuels that improve air quality and make the nation less dependcnt on
foreign oil. Funding for projects and activities (hat take ethanol, biodiese! and renewablc
clectncity to the next level are important. This would be a win for the en vironment, a win for
rural communities in terms of new jobs and a win for farmers as it increases demand for their
crops. Encrgy contribution improves the environment, decreases rcliance on forei gn oil, creates
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jobs, dramatically increases agricultural markets, and decreases farm program costs as markcts
grow.

Conservation

As a crop and livestock producer T, like other [ armers, make it a high prionity to focus on
conservation and implementing cnvironmentally friend! y practices. However, as a cattle
producer, onc of the biggest challenges I face is overly burdensome cnvironmental regulations.
Addressing thesc issues is not a matter of operation size, but rather, a mattcr of what is best for
those in the industry.

Since their inception, conservation programs have continued (o grow and cvolve. The 2002 Farm
Bill included morc authorized funding for conservation than any other farm bill in history.
Additionally, it is expccted that programs like the Conservation Securi Ly Program (CSP), or
programs applying conservation practices on “working lands,” to become the key player of’
conservation titles, and possibly an important mcans of supporting farm income, in years to
come. The CSP must be available to all producers, implemented as a nationwide program that is
workable, and adequate funds must be appropriated to makec it an effective program. Producers
must recelve assistance to help defray the cost of ongoing cnvironmental improvements and
rcgulations.

The Conservation Reserve Program (CRP) is another program I support. I believe it will lead to
sustained and enhanced environmental benelits. With nearly 35 million acres currently in the
program, the goal of recvaluating and possibly reenrolling nearly 28 million of those acres in
contracts expiring between 2007 and 2010 presents significant challenges and uniquc
opportunities. USDA should focus on creative approaches which stimulate program acreagc
providing greater environmental bencefits, placing existing and potential new contract holders on
an even and competitive basis and spending taxpayer dollars wisely.

In the short term, 1 believe the best approach for addressing expiring contracts is for the USDA
Lo offer one-to-five-year extensions for existing contract holders. This stratcgy would allow the
USDA to even out workload, while maintaining an ongoing competitive bidding process. This
type of extension stratcgy could be staggered to allow four to five million acres into the program
on an annual basis. By adopting such a strategy, USDA would be providing itself the opportunity
to properly stagger and potentially reenroll expiring contracts over a longer timetrame. The goal
would be to prevent the situation of exccptionally large blocks of CRP lands from expiring in the
samc ycar in the future. USDA would also allow itself additional time and opportunities to
examine current CRP lands and polentially explore more targeted approaches in addressing how
lands enrollcd in the CRP can better address spceific natural resource concerns,

It is important to reinforce the goal of getting the most benefit out of each CRP acre, and
maintain faimess between existing contract holders and landowners who may wish to enroll
lands in the future. Lands cnrolled in the CRP should be those with the greatcst need to address
particular issues related to watcr quality, soil crosion, ajr quality and wildlife where results
cannot be comparably achieved through conservation practices if the lands remained in
production. Grazing lands should also be considered. As we are seeing this year right herc in
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Mipnesota, dry weather can have an adverse effect on the amount of grazing land available for
livestock, It 1s key that provisions which will allow managed grazing on CRP land be included
when looking at future agriculture policy, especially during a time of drought when feed
resources are limited.

The existing Environmental Quality Incentives Program (EQIP) natural resource priorities refleet
and carry out the inlent of the 2002 Farm Bill. Those priorities promote agricultural production
and environmental quality as compatible goals. They optimize environmental bencfits by —
assisting producers in complying with local, state and national regulatory requirements
concerning soil, water and air quality; wildlife habitat; and surface and ground water
conservation. EQIP has provided welcomed assistance to producers in terms of addressing a
vanety of environmenial and natural rcsource challenges.

WTO Trade Negotiations

World Trade negotiations are on the forefront of the minds of those involved in agriculturc. They
are also a key element in the detérmination of the extension of the current farm bill. It is essential
that we negotiate a WTO agrcement that accomplishes our objectives with respect to domestic
supports and then modify our farm bill accordingly. This approach provides U.S. negotiators
stronger leverage and avoids undertaking reforms that may not help us achieve our objectives,
We are simply not far enough along in the WTO negotiations to make changes to (he farm bill.

We need to eliminate market barriers and other limitations to market-based trade. Tn this
transition period, American farmers and ranchers will ask for assistunce Lo offsel the negative
effects here at home from other governments’ trade distorling practices such as production-
linked subsidics, high tariff barriers, export subsidies and differential export taxcs.

1 look toward the day when that head-to-head competition might occur. It is important that we
focus on that day and what kinds of policies we will need to ensure a vital agricultural econom y.
Agriculture needs the economic policies in place that help make the United States a place where
producers want to establish and expand their farms. This occurs through the right kinds of tax
policics, flexiblc labor laws that reward productivity, excellent health care sysiems, infrastruciure
that allows idcas and products to flow, and a commonsense regulatory environment. Tn short, we
need to ensure that the competitive advantage provided to us by our soils, climate and productive
capacity is not thwarted by inappropriatc government restraints.

Conclusion

Farmers worldwide are interested in making a fair wage for their labor and an adequate return on
their investment. Farmers care about their family’s future. They have a passion for the land and
their livestock. Farmers everywhere have a love for agriculturc and seck a fair solution to the
many economic challenges we all face. We want to continue to produce a safe, alTordable,
abundant food supply while continuing to be good stewards of the land. This can only be
accomplished through a cooperative cffort by all parties involved in agriculturc.
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Mr. Chairman, Ranking Member Peterson, Congressman Gutknecht and members of the
Committee, thank you for taking time to hcar my prospective and the prospective of my fellow
agnculture producers here today. Thank you also for your comunitiment to agriculture in the
United States. T will take any questions you may have at this time,
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Pcter Lee Bakken

138 1215l Street

Garretson, SD 57030

Resident of Rock County, Minnesota
S07-597-3745

Peter Bakken along with his brothcr, Jay, opcrate BLAC-X Farmis, Tnc., a third generation
family farm locatced in Becaver Creck Township, Rock County, Mmnesota.

Their diversified fanming operation includes a beef finishing operation where they finish
approximately 2000 head of cattle per year and a 200 head cow/calf opcration. In
addition, the Bakkens raisc 600 acrcs of comn, 350 acrcs of soybeans, 150 acres of alfalfa
and 50 acres of small grain, with 400 acres of their operation dedicated to grass and

grazing.

Peler Bakken currently serves as Rock County Farm Bureau president, director and past
treasurer ol Rock and Nobles County Cattlemen’s Associalion, supervisor and past
chairman of Beaver Creck Township board. Peter is also currently serving on the
Minnesota Farm Burcau growth committce and is a past District 3 representative on the
Mipnesota Farm Bureau Young Farmers and Ranchers Committce. He has also held
various posilions on his church board.



